University of New Mexico

UNM Digital Repository
Research Papers

Latin American and Iberian Institute

11-1-1981

Economic Development and the Labor Market in
Mexico
Peter Gregory

Follow this and additional works at: https://digitalrepository.unm.edu/laii_research
Recommended Citation
Gregory, Peter. "Economic Development and the Labor Market in Mexico." (1981). https://digitalrepository.unm.edu/laii_research/
26

This Working Paper is brought to you for free and open access by the Latin American and Iberian Institute at UNM Digital Repository. It has been
accepted for inclusion in Research Papers by an authorized administrator of UNM Digital Repository. For more information, please contact
disc@unm.edu.

LATIN AMERICAN INSTITUTE
Research Paper Series No. 8

November 1981

ECONOMIC DEVELOPMENT AND THE LABOR MARKET
IN MEXICO
by

PETER GREGORY

THE UIlIVERSITY OF lEW MEXICO
ALBUQUERQUE, lEW MEXICO 87131

University of New Mexico Latin American Institute
Research Paper Series

--

1.

Guess, George M. "Bureaucracy and the Unmanaged Forest Commons
in Costa Rica." December, 1979 (out of print).

2.

Lupsha, Peter A. and Kip Schlegel "The Political Economy of
Drug Trafficking: The Herrera Organization (Mexico and the
United States)." November, 1980.

3.

Gregory, Peter "Employment, Unemployment, and Underemployment
in Latin America." March, 1981.

4.

Levy, James and Nick Mills, Jr. "The Challenge to Democratic
Reformism in Ecuador. 1I June, 1981.

5.

Gregory, Peter "Legal Minimum Wages as an Instrument of Social
Policy in Less Developed Countries, with Special Reference to
Costa Rica." July, 1981.

6.

Diez-Canedo, Juan "Undocumented Migration to the United States:
A New Perspective." August, 1981.

7.

Sabloff, Paula L.W. "Caciquismo in Post-Revolutionary Mexican
Ejido-Grant Communities." September, 1981.

8.

Gregory, Peter "Economic Development and the Labor Market in
Mexico." November, 1981.

-----

-------------

Research Paper Series No. 8

November 1981

ECONOMIC DEVELOPMENT AND THE LABOR MARKET
IN MEXICO
by

PETER GREGORY

ECONOMIC DEVELOPMENT AND THE LABOR MARKET
IN MEXICO*

BY

PETER GREGORY
The University of New Mexico

*The findings reported in this essay are drawn from an extensive study of the
evolution of the Mexican labor market which has been sponsored by the World
Bank. The views expressed in this paper are the author's alone and are not
attributable to the World Bank.

Copyright 1981 by Peter Gregory

TABLE

OF CONTENTS

I.

Introduction •...................................... 1

II.

Structure of the Labor Force,
Productivity, and Wages ........•................... 8

III.

Unemployment and Underemployment ................... 25

IV.

Recent Labor Market Observations ................... 39

V.

Conclusion ......................................... 49

ECONOMIC DEVELOPMENT AND THE LABOR MARKET
IN MEXICO
I.

Introduction

The period of accelerated growth and modernization in Mexico dates
from about 1940.

The groundwork for change had already been laid by the

sweeping changes flowing from the preceding thirty years of revolutionary
activity that produced far-reaching social and institutional changes.

The

onset of World War II brought with it a disruption of traditional sources
of supply for industrial goods and stimulated the expansion of manufacturing
production for internal consumption.

The large-scale land distribution

program of the C~rdenas regime during the preceding decade resulted in
a substantial increase in the land under cultivation and in agricultural
output.

Thus, the decade sawall of the principal sect,ors of the economy

growing in tandem fashion.

As is evidenced in Table 1, the rates of growth

of the three broad sectors showed only small differences.
Following the end of the war and a return to more competitive conditions in product markets, the government opted for a policy of fostering
the further growth of domestic industry behind protective tariff walls
and import controls.

It also embarked on a large-scale investment pro-

gram to provide infrastructure for an emerging modern commercial agricultural sector.

Large-scale irrigation and road-building projects in the

sparsely populated north and northwestern provinces provided a stimulus
for a continued expansion of agricultural output for both domestic con-

-3-

sumption and for export.
incentives

With the exhaustion of "easy" import substitution,

were adopted for domestic production of consumer durable goods and

th~~forintermediate

and capital goods.

Throughout most of the past four decades,

Mexico succeeded in maintaining a high and stable rate of growth, one that
faltered significantly only during the middle of the past decade.
While the achievements of the Mexican economy are surely impressive,
nevertheless, there remain areas of concern.

A rapidly growing population

of labor force age poses a formidable challenge to the economy's ability to
absorb it in productive employment.
in agriculture, has been dual.

The pattern of development, particularly

While a highly productive commercial agricultural

sector has emerged, the bulk of the rural population is to be found in areas with
scarce land and water resources and in which increases in productivity have been
modest.

Rural poverty remains a serious problem; some students of Mexico hold

that the incomes of a sizable rural population have not shared in the general
increase that characterizes the country as a whole, or have shared only to an
insignificant extent.

The relative distribution of incomes continues to rank

among the most unequal in Latin America and appears to be emerging as an acute
social and potitical issue.

The dualistic character of agriculture is reflected

in the large differences between the productivity of land and labor among the
various classes of agricultural holdings.

In 1970, the output per hectare on

farm units employing "modern technology" was four times that in subsistence
farm units (those which destined only a small part of output for markets).
The ratio of output per worker was even greater, on the order of 20 to one. 1/

1/

E. Herncfndez Laos and J. C6rdova Ch~vez, "Estructura de la Distribucion
del Ingreso en Mexico," Comercio Exterior 29:5 (Nay) 1979, p. 506.

1

Table 1:

-"---

GROSS NATIONAL PRODUCT UY BROAD SECTOR, ]9 LI0-70
(Billions of pesos uf 1,)')0)

---Sectors

11

1940
GNP

1950
GNP

1940-50
Annual Rate
of Change

1970

1960
GNP

%

GNP

%

Primary
Bank 0 f Hexico
Unike1

5,221.0

9,242.0

5.9

11,433
13,916.61

2.2
4.2

16,473
17,606.77

3. 7
2.4

6,788.58

12,466.0

6.3

20,956
2LI ,603.00

5.3
7.0

48,727
52,203.2

8.8
7.8

Se cond,~!:y'
Bank of Nexico
Unikel
Tertia!'Y

10

!lank of Hexico
Unikel

10,930.80

19,352.13

5.9

'39,40LI
35,695.57

7.4
6.3

76,278
82,430.62

6.8
8. 7

22,940.38

41,060.13

6.0

71, 793
74,215.18

5. 7
6.1

141,478
152,250.59

7.0
7.5

Total
Bank of Mexico
Unikel

1/

The sectors are composed of the following sub-sectors: Primary: Agriculture, cattle, forestry, fishing.
Secondary: Hanufacturing, construction, mining, petroleum, electricity. Tertiary: Transportation, communications, conunerce, government, other services.

Source:

L. Unikel, El Desarrollo Urbano de H~xico, 2nd Edition (Mlxico: El Colegio de Me'xico, 1978), Tables
VI-AS to A8. The revised GNP estimates originate with the Banco de ~xico as reported by C. Reynolds,
ItA Shift-Share Analysis of Regional and Sectoral Productivity Growth in Contemporary Mexico,"
January 1979 (mimeo), p. 27.

-4The

dual" character

of the sector, moreover, has strong regional associations.

In 1970, for example, the output per hectare was 20 times greater in Sonora
than in Quintana Roo.

In 12 other states, the productivity of land was no

greater than one fourth that of Sonora.

lJ .

Such large differences in the

productivity of different classes of farm units and regions may be -expected
to give rise to similar differences in agricultural incomes.
Intrasectoral differences in productivity and earnings among productive
units exist in other sectors, as might be expected, though they are not as
pronounced as those indicated in agriculture.

In 1975, value added and total

remunerations per worker in manufacturing establishments employing over 750
workers were 3.8 and 3.1 times greater respectively than in small shops with
5 or fewer employees.

11

In the service sector, the differential in the rate

of earnings between small (5 or fewer employees) and large (over 50 employees)
establishments was more modest, on the order of 2.1 to 1 in 1975.

il

In

1970, the differential in earnings between small and large establishments in
commerce was slightly narrower at 1.9

to 1.

21

]j

L. Unikel, El Desarrollo Urbano de Mexico (Mexico City:
Mexico, 1976), Appendix Table VI-A15.

]j

Secretaria de Programacion y Presupuesto Censo Industrial, 1976
(Datos de 1975) (Mexico: 1979) Vol. 1, Table 8, p. 167. When the 1975
census provides data on remunerations and total employment by establishment
size, it does not separate out the unremunerated component of total
employment on a similar basis. The latter component was estimated on the
basis of more complete data in earlier censuses by applying the past
ratio of unremunerated personnel per establishment in each size class to
the 1975 establishments of equivalent sizes.

El Colegio de

Secretar{a de Industria y Comercio, Direccio~ General de Estad{stica,
Censo de Servicios, 1976 (Datos de 1975) (Mexico: 1977), Table 17, p. 305.
I

Secretar{a de Industria y Comercio, Direccion General de Estad1stica,
VI Genso Gomercial, 1971 (Datos de 1970) (M~xico: 1975), Table 22, p. 403.

-5-

More impressive than the differences in productivity and earnings within
each of the non-agricultural sectors enumerated here are the differences
between them and agriculture.

In 1970, value added per worker in the former

was 5.2 times greater than in the latter; by 1976 it is estimated to have increased
to 6.6. 6/

It is no wonder, then, that most of the poverty in Mexico is to be
On the basis of the 1975 income and expenditures

found in the rural areas.

survey, it has been estimated that approximately 52 percent of the poor families
were in the agricultural sector.

Stated in other terms, 76 percent of all

families in the sector lived in poverty.

2/

The prevalence and durability of

large urban-rural income differentials are likely to have been important factors
underlying a large rural-urban migration as well as a tendency of rural residents
to seek seasonal employment in urban labor markets.

·Unikel

estimates that

4.5 million persons moved from rural to urban areas between 1950 and 1970. §../
There is a widespread recognition of the fact that many Mexicans are precariously employed in jobs of uncertain duration and at low levels of productivity

§../

L. G6mez Oliver, "Crisis agricola, Crl.S~S de los compesinos, 11 Comercio
Exterior 28:6 (June, 1978), p. 721. The estimated increase in the ratio
may be exaggerated, for the labor force size assumed for the agricultural
sector would seem to be larger than is likely.

7/

Centro Nacional de Informacion y Estad!sticas del Trabajo, Encuesta de
Ingresos y Gastos Familiares. 1975 (Mexico. D.F.: 1977) The poverty line
in Mexico is drawn at a household income equal to half the estimated national
mean, which, in 1975, would have been Mex. $1,621 per month, equivalent in
purchasing power to approximately US $1.315 per year per family. These
figures should be taken as being only roughly indicative. The 1975 survey
appears to have underestimated severely the incomes of some groups, largely
in the form of income in kind. The results of the 1977 survey, which are
thought to be of better quality, are not yet available by sector of employment
of the head of household.

§../

Unikel. op. cit.,p. 213. In 1950, the population measured 26.5 millions.
By 1970 it had grown to 50.5 millions.

- - ----

-

--

---

-----

- 6 and wages.

What is disturbing, however, is the belief prevailing among

government officials, scholars, and other observers that employment conditions are not only "poor" but that they have deteriorated over time.
As Evans and James conclude after surveying a number of employment studies,

"there is abundant evidence that Mexico ••• is plagued with a serious and
worsening labor surplus problem."

'1./

Unemployment and underemployment are

seen as having increased, with the latter variously estimated as characterizing from 25 to 52 percent of the labor force during the early 1970s.
Should this perception of deterioration prove, in fact, to be correct, then
the prospects for improving the material well-being of the bulk of the
world's population in the less developed countries of the worid would seem
grim indeed.

After all, if under the conditions of sustained growth

achieved in Mexi'co, general improvement in employment conditions cannot be
attained, then what hope can be held out for the workers of most LDCs that
have achieved much less impressive rates of growth?
While one finds a widespread acceptance of the proposition that deterioration has occurred, it is harder to find convincing empirical support

'1./

J.S. Evans and D.D. James, "Conditions of Employment and Income Distribution in Mexico as Incentives for Mexican Migration to the United States:
Prospects to the End of the Century." International Migration Review 13:1
(Spring 1979), pp. 4-24. For appraisals of employment conditions, see
also Secretar{a de Trabajo y Previsi6n Social, Programa Nacional de
Em leo 1980 -82 Vol. I, Presentacion
Dia nostico (Mexico, D.F.: November, 1979); Saul Trej 0 R., "Desempleo y subocupaci n en Mexico, II Comercio
Exterior 22:5 (May, 1972), pp. 411-16; Saul Trejo R., IIEI desempleo en
MJxico: character{sticas generales," Comercio Exterior 24:7 (July, 1974)
pp. 730-38; Programa Regional del Empleo Para America Latina y el Caribe,
The Employment Problem in Latin America: Facts, Outlooks and Policies
(Santiago Chile: 1976); Grupo de Estudio del Problema del Empleo, El
Problema Ocupacional en Mexico: Magnitud y Recc m endaciones, Version Preliminar (Mexico, D.F.: Fondo de Cultura Economica, 1974).
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for it.

Most of the appraisals of the Mexican labor market focus on its

profile at a moment of time and conclude from the "unsatisfactory" state of
employment that deterioration has occurred.

Deterioration, however, implies

change over time, change which cannot be inferred from conditions at a moment
in time or even from a cursory review of labor force aggregates in iso1ation.10/
I sense a lamentable absence of analysis of the evolution of the labor market
over time inits several dimensions, and of how it has responded to and faci1itated the notable growth and change observable in the level and structure
of output.

Almost completely neglected is the course of wages over time,

something that would appear critical to any evaluation of the changing
quality of employment.

This essay represents an attempt to redress these

shortcomings of most current appraisals of employment conditions in Mexico.
It reports on some preliminary findings of a larger effort to analyze the
evolution of the Mexican labor market and focuses on several aspects that
may be indicative of the nature and degree of qualitative change in emp10yment conditions over time.

In the sections that follow I will discuss

the changing structure of the labor force, the course of sectoral productivities and wages, and measures of underuti1ization of the labor force.

10/

An example of the latter is the conclusion drawn from reviews of the
changing sectoral distribution of the labor force that there has been
an over expansion of tertiary sector employment •. The criteria employed
in reaching the conclusion are not made explicit nor are the data disaggregated in a way that might indicate support for it. This question
is addressed in the section that follows.

-8-

II.

Structure of the Labor Force, Productivity, and Wages

Historical analyses of the Mexican labor force rely on the decennial
censuses of population as the principal data source, for, until recently,
these have provided the only comprehensive measures of the labor force.
Ideally, one would hope that the censuses would provide a reliable data
base for tracing the evolution of the labor force in the process of economic
development, charting faithfully the course of labor force participation
rates and recording the shifts that occur in employment among sectors and
occupational groups and in the employment status of the labor force.
Unfortunately, the Mexican censuses do not provide an unambiguous basis
for assessing the changes that have occurred.

In part, this is the result

of changing classifications of the labor force over time that obscure the
true extent of shifts or of changing practices in the classification of
certain population groups within the labor force.

A substantial problem is

posed by the coding and processing errors that resulted in the reporting of
an outsized agricultural and total labor force in the census of 1960.

Further

difficulties are posed in the interpretation of the 1970 census by the very
large number of individuals in the labor force who could not be assigned to
an economic sector of employment.

The widespread awareness of these short-

comings has led to several attempts to adjust the data with rather different
results.
11/

1lL

For various reasons, I have concluded that the adjustments

Colegio de Mexico, Dinamica de la Poblacion en Mexico (Mexico, D.F.,
1970); o. A1timir, "La Medicion de la Poblacion Economicamente Activa de
Mexico," Demograffa y Economfa, VIII:l (1974), pp. 50-83; Earl L. McFarland,
Jr., "Service Employment in Mexico," (mimeD).

- 9

~

proposed by Oscar Altimir are more persuasive than those of others and,
therefore, rely heavily on his data.

~/

Table 2 presents the adjusted distribution of the labor force over the
principal economic sectors based on the population censuses dating from
1940 to 1969. 13/
of the pattern

The changing structure of the labor force is a reflection

of economic development since 1940.

The 1940s were a decade

of rapid growth in output, in the labor force as a whole, and in employment
in each of the principal sectors.

Over the following two decades the in-

dustrial and construction sectors retained their role as "leading" sectors
in the growth of employment with rates well in excess of the growth of labor
force.

The commercial sector shows declining rates of growth in each succes-

sive decade, while the service sector shows a decline and then a recovery in
its rate of growth.

According to Altimir's adjusted census figures, the

growth of the agricultural labor force over the 1950-69 period amounted to
less than one-half of one percent per year.

In my opinion, this is likely

to understate somewhat the increase in the agricultural labor force that

~/

A full discussion of the merits and demerits of the various approaches
will be included in a forthcoming research report on the Mexican labor
market in the process of preparation.

13/

The 1970 census distributed the labor force on "the basis of the principal employment held during 1969.

Table 2:

SECTORAL DISTRIBUTION OF THE LABOR FORCE
1940-1969 AND RATES OF CHANGE

Sector

Agriculture, forestry
and fishing

Labor Force (in thousands)
1940
1950
1960
1969

1940~50

Rates of Change (Percent)
1950-60
1960-69

1940-69

3,832.4

4,864.9

5,048.3

5,292.7

2.4

0.4

0.5

1.1

Manufacturing, electricity
and extractive

709.7

1,237.5

1,760.3

2,829.1

5.7

3.6

5.4,

4.9

Construction

115.9

263.8

414.2

609.8

8.6

4.6

4.4

5.9

Commerce and finance

413.7

732.6

1,083.4

1,397.0

5.9

4.0

2.9

4.3

Other services

786.7

1,246.4

1,906.7

2,826.5

4.7

4.3

4.5

4.5

5,858.5

8,345.2

10,212.9 12,955.1

3.6

2.0

2.7

2.8

Total

Sources:

I
I-'
0
I

1950-1969, Altimir, op. cit, Table 16. Altimir's distribution of the labor force includes his redistribution
of the unclassified workers over the several sectors.
1940, L. Unikel, El Desarrollo Urbano de Mexico, 2nd Edition (Mexico:
Table VI- A9.

El Colegio de M~ico, 1978)

- 11 occurred between 1960 and 1969 relative to 1950. 14/

However, I do not be-

lieve that a more accurate measure of the agricultural labor force would
modify significantly the relative importance of the sector as a source of
employment.
The growth of the tertiary sector has been a source of concern to some
who view it as representing an "undue" expansion of very low-productivity
employments. 15/

The conventional "explanation" of this growth is posed

in terms of a burgeoning labor force incapable of finding satisfactory wage
employment being "forced" into a marginal employment and productive status
in the subsectors of easy entry in commerce and services, often in the
status of a self-employed or unremunerated family worker.

Essentially,

these observers would seem to hold to the view that employment growth in
certain sectors has been entirely supply determined rather than a response
to shifts in demand.

14/

Whereas in the 1950 census, all ejidatarios were automatically classified as part of the agricultural labor force, the 1960 census attempted,
with only partial success, to verify the principal employment of ejidatarios. Since many of these held principal employments outside agriculture, the reclassification of these in 1960 would reduce the 1960
total relative to the classification used in 1950. Furthermore, Altimir
introduces additional adjustments to compensate for the imperfect classification of the ejidatarios as well as for the coding and processing
errors that afflicted that census. The 1970 census appears to have
underenumerated the agricultural labor force. This is suggested by the
observation that unusually low labor force participation rates were
reported for men in the prime labor force age groups in states which
are heavily agricultural. In addition, the 1970 figure would have been
biased downward with respect to 1950 by the greater success in properly
classifying the ejidatarios.

15/

For example, see MacFarland, op. cit., Trejo (1974), op. cit., and
Programa Nacional de Empleo, op. cit.

- 12 Unfortunately, the criteria employed for deciding that tertiary sector
growth has been "excessive" are not explicitely set forth and verified empirically.

Even a cursory look at the sectoral rates of growth, however,

would not seem to indicate an "explosive" growth of marginal employments.
Both the commerce and service sectors, for example, expanded at rates below
those of the "productive" sectors of industry and construction.

Further-

more, much of the expansion of the service sector has been in technical
and professional occupational categories.

Government employment has expanded

at approximately the same rate as total service employment and accounts for
just under a fourth of the total.

Finally, the growth of both services and

commerce are likely to be closely related to the growth of urban population,
so that the growth in the latter would be expected to shift the demand for
labor in the former ~/ In the case of -Hexico, the urban population, defined
in the census as those residing in communities with a population in excess
of 2,500, grew at a rate of 4.8 percent a year between 1940 and 1970, a rate
that exceeds the growth of tertiary employment.
However, I would maintain that one cannot judge whether the growth of
the tertiary sector has been "excessive" merely by looking at its absolute
size.

More instructive would be the course of productivity and incomes

generated in the sector over time.
16/

Examination of these variables would also

Those who subscribe to the view that employment in the tertiary sector
is supply determined naturally emphasize the impact on labor supply of
the rapid growth of the urban population.

- 13 provide a test -of the widespread notion that
sector has been "supply"

emplo)~ent

expansion in this

determined, and therefore, "excessive".

Consider

the implications of the "labor surplus" and "overcrowding" characterizations
of the growth of tertiary employment.

If the wages of the unskilled and

unorganized labor force had been at the subsistence level at the beginning
of the period under observation, then we should observe the expansion of
employment in the sector proceeding at a constant level of real wages, or,
in the short run, at wages falling below subsistence.

If wages began at a

level above the subsistence level, then one should observe a decline in
wages toward the subsistence level.

If one could observe declines in real

wages, this would provide support for the deterioration hypothesis, at
least within the secotr.

ll/

Since it is possible to subject the hypothesis

to empirical testing, let us do so, beginning first at a macroeconomic
level.
In Table 3, I trace the growth of output, labor force and output
per worker over the 1940-69 period for three broad sectors of the economy.
One of the striking features of the development process in Hexico has been
the broadly based increases in output and productivity across sectors.

All

the major sectors have participated in the developmental process, though to
varying degrees, in each decade since 1940.

17/

The 1940s and 1950s saw strong

A decline in wages within the tertiary sector would not provide sufficient grounds for concluding that average employment conditions had
deteriorated if the growth of the tertiary sector occurred at the expense of an even lower-wage agricultural sector.

- 14 TABLE 3
OUTPUT, EMPLOY~ffiNT fu~D OUTPUT PER WORKER
IN ~XICO, 1940-1969 (1960 pesos)

1940
P rimarv, Sector:

Rates of Change
(percent per year)
1960-69
1950-60

1950

1960

1969

1940-50

$15,442

$ 23,970

$ 32,912

6.1

4,867
$ 3,173

$

5,048
4,748

5,293
6,218

2.4
3.6

4. 1

.5
3.0

$23,467
1,490
$15,750

$ 43,933
2,175
$ 20,199

$ 94,362
3,439
$ 27,439

6.5
6.1
.4

6.5
3.9
2.5

8.9
5.2
3.5

$48,061
1,988
$24,176

$ 84,127
2,99'0
$ 28,136

$153,469
4,223
$ 36,341

5.7
5.2
.5

5.8
4.2
1.5

6.9
3.9
2.9

$86,973
8,345
$10,422

$150,511
10,213
$ 14,737

$277 ,400
12,955
$ 21,413

6.0
3.6
2.3

5.6
2.0
3.5

7.0
2.7
4.2

1

Output (mills)
$ 8,543
Labor Force
(thousands)
3,832
Output per worker 2,229
Secondary Sector:

$

4.5
,

.4

3.6

2

Output (mills)
$12,447
:"abor Force
826
Output per worker 15,069
Tertiary Sector: 3
Output (mills)
$27,663
Labor Force
1,200
Output per worker 23,053
Total Gross Domestic Product:
4
Output (mills)
$48,653
Labor Force
5,858
Output per worker 8,305
Notes:
1.

2.
3.
4.

The primary sector includes agriculture, livestock, forestry and fishing
Includes mining, petroleum, manufacturing, construction and electric po~ver generation.
Includes commerce, finance, transportation, communications, government and
other services
Since the totals have been adjusted for the value of inter-industry financial
transactions, they may be less than the sum of the sectoral products.

Sources:
Output data for 1940 and 1950: L. Unikel, et. al., El Desarroilio Urbano de Mexico
(Mexico, D.F.: Siglo XXI, 1976); for 1960, Banco de Mexico, Producto Interno Bruto :!.Gasto 1970-78 (Mexico, D.F.: 1979), P. 61; for 1970, Banco de Mexico, Informe Anual 1977
(Mexico, D.F.: 1978), Statistical Appendix Table 3.
Employment data refer to the adjusted data of O. Altimir, "ta Medicion de la Poblacion
Economicamente Activ~', Demograf{a Z Econom{a VIII:1 (1974)

- 15 increases in total output and output per worker in the agricultural sector
as the large investments made in rural infrastructure began to yield returns.
During the 1960s this sector demonstrated less dynamism as the limits of
cultivatable land were reached and the more obvious or easy investment opportunities in rural infrastructure (e.g., large scale irrigation projects,
trunk roads, etc.) were exhausted.
worker were only modest.

Gains in both output and output per

One should not overlook

the fact, however, that

the gains may not have been evenly distributed over the sector; recall the
interregional differences that exist in the productivity of agriculture to
which I referred above.
The secondary sector's expansion of output by 89 percent during the
decade of the 1940s was accompanied by an almost equally large increase in
employment.

Given the limited access to capital goods from abroad due to

the Second World War, the growth of output was apparently achieved with
little or no deepening of capital.

.

Stable or declining real minimum wages

from their highly inflated levels of 1940 and declining

real earnings during

that decade may also have been a factor encouraging the expansion of sector
employment. 18/
18/

The follolring decade produced an equally large increase in

S. Perrakis, "The Labor Surplus Model and Wage Behavior in Mexico," Industrial Relations 11:1 (February, 1972); C.W. Reynolds, The Mexican-Economy (New Haven: Yale University Press, 1970), pp. 85-86; a much more
conservative estimate of the probable extent of the decline in real
wages is offered by T. King, Mexico: Industrialization and Trade Policies
Since 1940 (London: Oxford University Press, 1970) pp. 26-27. A summary
of the literature on wages during the 1940s and 1950s is contained in P.
Gregory, "The Impact of Institutional Factors on Urban Labor Markets,"
Studies in Employment and Rural Development No. 27 (Washington: The
World Bank, July, 1975) mimeo, pp. 65-68.

-------

--~

---

- 16 output as Mexico actively pursued policies of import substitution. In contrast
with the decade of the 1940s, however, employment growth lagged that of output.
With the restoration of normal access to capital goods from abroad, capital
deepening must have been a contributing factor to the sharp rise in output per
worker of 28 percent over the decade.

The rate of growth of the sector labor

force declined relative to the previous decade but still managed to increase by
46 percent.

The 1960s saw an acceleration in the rates of growth of sectoral

output, employment, and productivity.
The tertiary sector has been a full participant in and contributor to
growth.

Output increases in each decade closely approximated the growth of GDP.

This sector persistently reported the highest absolute levels of productivity
in the economy and the rate of increase in productivity accelerated in each
decade.

The recorded growth in productivity might be expected to follow from

an increasing weight of high skill employments within the sector, as well as
from increments in -physical productivity that have occurred in some component
industry groups such as transportation and communications.

Obviously any

expansion in marginal activities that may have occurred within this sector
was too small to offset the impact of these more favorable developments.
In short, the broad sectoral data indicate a shift in employment from
the sector with the lowest productivity, agriculture, to those of higher
productivities.

Moreover, this shift has not depressed the rate of increase

in productivity to inconsequential levels in those sectors undergoing the
most rapid growth in employment.

In fact, the rate of increase in output

per worker is seen as accelerating over the 29-year period.

Such a pattern

of development, on its face, would not seem to be consistent with a general

- 17 deterioration of employment conditions.
On the other hand, it could be argued justifiably that large increases in productivity in the aggregate are not inconsistent with a parallel
decline in the absolute productivities of some component groups within any
of the sectors.

It may well be that the economy is becoming increasingly

dualistic in nature, with productivity and wage.

declines in part of each

sector being more than offset by increases in other parts.
bution data for 1963, 1968, and 1977,
sistent with such a development.

however~

Income distri-

would not seem to be con-

The share of income accruing to the bottom

40 percent of households in these years varies within a very narrow range
of 10.5 and 10.9 percent of the total. 19/

To the extent that the share of

income flowing to the bottom deciles has remained virtually constant over
time, this implies that their incomes grew at approximately the same rate
as the average per capita income.

Nevertheless, the income distribution

data for Mexico are not free of major deficiencies and may, therefore, mask
the true course of wages of the marginal labor force.

~/

Furthermore,

E. Hermfndez L. and J. C6rdova C., "Estructura de la distribuci<!n del
ingreso en Mexico,lI Comercio Exterior 29:5 (May 1979), p. 507.

20/

All of the estimates of income distribution for Mexico are derived
on the basis of assumptions that, by necessity, involve a high degree
of arbitrariness. This arises from the large discrepancy, which had
increased over time, between the estimates of national income based
on the household income and expenditures studies and those derived
from the national income accounts. Since the former serve as the
basis of estimating the distribution of income, it is necessary to
distribute this discrepancy over households in some manner. Different scholars have adopted their own method of distributing the discrepancy with rather significantly different results for the shares
of particular deciles.

-----

,-~----

---
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since income distribution data are compiled on a household rather than
on individual basis, they cannot be expected to reflect accurately the
course of wages.
We can explore the possibility that the terms of employment have
deteriorated for the "marginal" labor force by examining the course of
earnings in that part of the non-agricultural labor market that is generally
acknowledged to be governed by supply and demand conditions rather than by
institutional interventions such as legal minimum wages or collective
bargaining.

While legal minimum wages are supposed to be obligatory in

all employments, evasion is acknowledged to be widespread among small
employers.

To the extent, therefore, that the wages paid in small establish-

ments are market determined, they should also provide a rough guide to the
earnings of the self-employed since the latter represent the opportunity
cost of labor to the small-enterprise sector.

In Table 4, I present data

tracing the course of earnings of workers employed in enterprises of
different sizes as well as an estimate of the returns to labor of the selfemployed and unremunerated family labor in establishments employing no paid
workers.

The data are drawn from three sectors, industry, services, and

commerce,and originate in the sectoral censuses that were taken at fiveyear intervals between 1960 and 1975.
Thedata reveal substantial increases in the real average total
remunerations of employees in all size strata and in all sectors.

Within

1
Table 4.

Average Real Annual Total Remunerations in Services Industry and
Commerce by Establishment Size

1960-75

Average Total Remunerations
(Pesos of 1960)

Sector and Size
of Establishment

Percent
Change

1960

1965

1970

1975

6,315
2,710
4,059

5,625
5,173
4,089

6,918
5,102
7,501

8,245
7,058
7,768

30.6
160.4
91.4

9,799

8,655

60.4

6,855
7,973

9,610
10,613

93.2
69.0

10,437

11,096

41.0

1960-75

Establishments with
no paid employees:
Service
Industry
Commerce
Establishments with
paid employees:
Services, 1-2 workers

l.

5,397

Industry, 1-5 workers
Commerce 1-2 workers

4,973
6,279

2
Services, 3-8 workers •

7,869

Industry, 6-25 workers

8,119

8,940

10,534

12,977

59.8

Industry, 1-25 workers
Commerce, 3-8 workers

6,644
9,465

7.945
9,941

9,308
10,957

12,003
14,505

80.7
53.2

18,637

18,044

9.6

14,419
18,148
23,225
16,595

17,185
22,116
28,236
20,135

67.3
86.6
119.3
41.2

Services 9 or more workers 3.

16,470

Industry 26-100 workers
Industry, 101-500 workers
Industry, over 500 workers
Commerce, 9 or more workers

10,272
11 ,854
12,877
14,259

Notes:
1. 1-3 workers in 1960
2. 4-10 workers in 1960
3. 11 or more workers in 1960
Sources:

Censo de Servicios, 1961, 1966, 1971, 1976
Censo Industrial, 1961, 1966, 1971, 1976
Censo Commercial, 1960, 1966, 1971, 1975

6,005
7,197

11,969
15 ,058
18,241
16,611

....

\0
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the service sector, wages in the small establishments gained relative
to the large ones.

21/

The same is true in industry; workers employed

in establishments with five or fewer workers gained relative to those
in all size categories up to 500 workers per establishment.
narrowing of differentials is observable in commerce.

A similar

The censuses do

not provide a measure of the returns to labor in establishments with no
paid employees.
as such.

Thus, the earnings of the self-employed are not reported

Nevertheless, I made an attempt to estimate the returns to

all labor employed in establishments with no paid employees by deducting
from gross income all recorded outlays for inputs and other expenses as
well as an inputed return to the capital employed.

The residual would

represent the returns to labor which are reducible to a per-worker basis
by dividing the totals by the number of persons employed in such establishments.

The results are presented in the first category appearing in Table 4.

While the margin of error in estimating the returns in anyone year may
be substantial, the upward trend in returns is so strong that the direction of change is not likely, in fact, to have been negative.
21/

Thus

It should be observed that, between 1970 and 1975, the real earnings of
workers in the smallest size service establishments recorded a significant decline in contrast to all other categories and sectors. The
significance of this decline is difficult to gauge. It may flow from
data deficiencies which assigned to 1970 an unexpectedly high value to
earnings in this stratum. The course of earnings in the sample establishments in the other sectors as well as that among domestic
servants, which are reviewed below, suggest that the decline in services,
if it did in fact occur, was not representative of changes in the small
establishment sector generally.

- 21 on the basis of these disaggregated data, support for the presumption of
deterioration is lacking.

On the contrary, the real wage position of workers

in the most sensitive part of the labor market would seem to indicate a
considerable improvement in employment conditions.

~/

A closer look at one category of service employment, domestic service,
provides an additional basis for evaluating changes in employment conditions.
Domestic service represents an occupation of easy entry, frequently the
source of first employment in urban areas of migrants from rural areas.

As

such, it is reasonable to expect that it should mirror changes in labor
market conditions for unskilled female workers generally.

Domestics com-

prised the largest single group within the service sector in 1960, accounting for about 540,000 workers.

From 1950 to 1969, the number so employed

increased at an annual rate of just under 3 percent.

Since total employ-

ment in the service sector was expanding atarate of 4.4 percent, domestic
employment declined as a proportion of total service sector employment.
Again, whether this growth was simply the product of a laror surplus pressing
into any available employment can be tested by reference to the course of
wages over time.

While data are not available over as prolonged a period as

we would like, those that are at hand do not yield an impression of a secular
22/

It might be argued that the establishments likely to be included in a
census are those which are "registered" and, therefore, not representative of the wage conditions prevailing in less formally organized enterprises. However, to the extent to which the former are not bound by
institutional intervention in the wage determination process, then they
may be expected to be competitive in the labor market with the latter.

decline in earnings.
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One study of the domestic labor market in Mexico City

compiled the wages offered to domestics in the classified advertisement
section of two leading newspapers, Excelsior and Universal. 23/

Between

1963 and the early 1970s, the real cash wage of domestic servants in
Mexico City were estimated to have risen on the order of 25-35 percent.
While this rate of increase lagged behind the increase in the real legal
minimum wage for Mexico City of about 50 percent by 1970, it did not compare unfavorably with the rate of increase in wages in consumer goods manufacturing industries of about 36 percent.

The course of real cash wages,

however, took an abrupt turn follOwing 1972 as inflation began to accelerate.
By 1975, real cash wages had fallen by about 19-27 percent.

~/

Most of

the decline occurred in 1974 and coincided with the more than quadrupling
of the rate of inflation in that year as compared with the rates characteristic of the first three years of the decade.

The decline in real cash wages

may simply reflect the lack of experience with inflation in a society which
had enjoyed at least two decades of relative price stability.

Lacking so-

phistication or any organizational support, domestic servants may not have

JJ.j

"Analisis del Mercado de los Servicios Domesticos en M~xico,1l Cuadernos
de Empleo, 1 (1976), pp. 51-109.

24/

The range of increases and decreases in remunerations reflect the use
by the authors of the study of two different methods to estimate the
rate of change. The lower values given are derived from the data as
recorded in each year of the survey. However, since the annual values
showed rather sharp and irregular year-to-year variations, a trend line
was fitted to the nominal wage data by least squares method and a series
of estimated annual remunerations were derived. The larger values in
the ranges appearing in the text are attributable to the wage series
so derived. :Ib.i!l .• pp. 94-95.

Table 5.

Average Monthly Cash Wages effered Domestic Servants, Mexico City, 1963-80.

Method I 1.
Monthy l<lage i.n
Current Pesos

Year

Index of Real
Wages
(1963=100)

277
288
320
349
360
363
356
447
427
478
511
532
615

100.0
101.8
109.0
114.1
114.5
113.9
107.4
128.2
116.1
123.6
118.7
101.1
99.8

1980, July

3,260

198.8

1980, July Minimum Wage Offered

2,500

152.4

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975

Method lI 2 •
Estimated Monthly Wage in
Current Pesos

Index of
Real Wage
(1963=100)

258
283
308
333
358
383
408
433
458
483
508
533
558

100.0
107.3
112.6
117.0
122.3
128.9
132.2
133.5
133.7
134.1
126.8
108.7
97.3
N
W

Notes:
1. Method I is a simple average of the sample offers in each year.
2.

Method II estimated an annual wage from a regression line fitted by least squares to the sample averages.
methodsarereported as published.

Source:

/

/

"Analisis del Mercado de los Servicios Domesticos en Mexico," Cuadernos de Empleo, l(Mexico, D.F.:
Secretar{a de Trabajo y Previsi~n Social, 1976) pp. 55-114.
The 1980 data were culled from July, 1980 issues of Excelsior and Universal.

Both
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adjusted their reservation price sufficiently rapidly to prevent a decline.
The fact that they receive a very substantial proportion of their remuneration in kind, i.e. room and board, may also have tended to blunt their
awareness of the full extent of the decline in the purchasing power of their
cash wage.
The course of domestic servant remunerations since 1975 is not recorded in any statistical source in Mexico.

As a first approximation to the

measure of the change which has occurred since 1975, I culled a sample of
cash wages offered for live-in household help from Excelsior and Universal,
the same two newspapers employed in the survey cited above.
78 observations from issues published in July, 1980.

I obtained

These suggested that

the loss suffered in the middle of the decade had not only been recouped
but that substantial further gains had been made.

The average real money

wage offered in July, 1980 was twice as great as that of 1975 and 55 percent greater than that of 1970 (See Table 5).

Lest my sample not be re-

presentative of the offered wage but biased upward, I also compared the
lowest frequently quoted wage with the past

recorde~

average offers. As the

minimum, I adopted a cash wage of 2,500 pesos which was the bottom of the
2,500-3,000 peso interval within which just 50 percent of the observations
fell.
month.)

(Only six recorded wage offers were for less than 2,500 pesos per
Even this wage, in real terms, proved to be 19 percent greater than

the previous highest average cash wage, that for 1970.

Thus, the course of

real wages for domestic servants does not appear to be consistent with
labor market conditions characterized by "overcrowding" in marginal

- 25 employments.
III.

Unemployment and Underemployment

A critical issue for observers of Mexican development in recent years has
been the degree to which the available labor resources have been utilized.
As indicated earlier, it is commonly asserted that

employment have been increasing over time.

unemployme~t

and under-

The empirical foundations upon

which this conclusion rests include the following elements:

1) a decline

in labor force participation rates that is interpreted as reflecting a response to increasingly scarce employment opportunities; 2) the secular rise
in rates of open unemployment reported by the population censues; 3) the
census measures of the number of months in the year or days in the reference week worked by labor force members; and 4) the concentration of large
numbers of workers employed at low \vages.

He consider each of these in turn.

As is clear from the data presented in Table 6 the overall participa-

tion rate of the population 12 years and older has declined over the past
three censuses.

A substantial decline in male participation rates was only

partially offset by an increase in female rates so that the total participation rate declined from 49.5 in 1950 to 43.5 percent in 1970.

However,

almost the whole of that decline is associated with an almost equal increase in the proportion of the population over 12 years old enrolled in
school from 6.5 in 1950 to 12 percent in 1970.
centage

point~

This increase of 5.5 per-

accounts for all but .5 percentage point of the decline in

the participation rate.

The other significant reduction in participation

- 26 rates occurs among men aged sixty and over.

In vie,., of the

retirement benefits to a wider segment of the aging

exten~ion

po~ulation,

of

withdrawal

from the labor force might be interpreted as a voluntary measure rather than
a response to shortages of employment opportunities.
The reported decline jn labor force participation rates may also reflect
shortcomings in the enumeration process.]2/

The difficulties (.'f

accurately assessing the labor force status of populations in developing
countries are too familiar to be reviewed here, and
absent in the case of Mexico.

these are not entirely

In addition, the interpretation of reported

changes over time are complicated by differences in the concepts employed,
the nature of questions asked, and the time of the year in which censuses
are taken.

In particular, the declines reported for 1970 seem suspect.

We

have already referred to the unusually low participation rates reported for
~en

in the prime labor force age groups in states which are predominantly

agricultural.

An anomaly that raises doubts about the female participation

rates is found in a comparison of the rate based on the whole of 1969 and that
based on activity in the week prior to the census.

One would normally expect

that a labor force defined on the basis of activity at any time during the
preceding year should be larger than one based on labor force status during
a single week.

Yet, the 1970 census reports a larger female labor force

during the week preceding the census.

25/

An excellent analysis of the measurement of the Mexican labor force and
an interpretation of the changes is offered by Donald B. Keesing, "Employment and Lack of Employment in Mexico, 1900-1970," in Quantitative
Latin Ameircan Studies: Methods and Findin 5, J.W. Wilkie and K. Ruddle,
eds. Los Angeles: UCLA Latin American Center, 1977), pp. 3-21.

Table

8.:

LABOR FORCE AND PARTICIPATION RATES, 1950-69,

1950
Participation
Number
Rate (Percent)
(Thousands)

BY

SEX

1960
No.

1/

LFPR 11

No.

1/

LFPR

II

No. 11

LFPR

Total

8,345.2

49.5

11,253.3

51.1

10,631. 2

48.3

10,212.9

46.5

Men

7,207.6

88.2

9,235.0

85.1

8,732.0

80.5

8,496.2

78.7

Women

1,137.6

13.1

2,018.3

18.0

1,899.2

16.9

1,716.6

15.4

1970 (January)

1969
No.

-

LFPR

LFPR

No.
/

Total

12,955.1

43.6

12,909.5

43.5

Men

10,488.8

71. 7

10,255.2

70.1

2,466.3

16.4

2,654.3

17.6

N

Women

Sources:

1950
1960 11

21

1/
1970

VII Censo de Pob1acidn.
VIII Censo de Pob1acion as reported by A1timir.
"
, en Mexico
/
Co1egio de Mexico,
Dinamica de 1a Pob1acion
as reported by A1timir.
O. A1timir, liLa Medicion de 1a Pob1acion Econ6micamente Activa de ~xico, 1950-70,"
D~mograf{~Y_E~O~Q~~, VIII: 1(1974) pp. 50-83.
IX Censo de Pob1acion.

'-I

- 28 Finally, a subsequent source of information serves further to cast doubt
on the extent of decline in participation rates.

Beginning in 1973, a wide

range of labor force data has been provided by quarterly surveys of households for the three major urban concentrations of the country, Mexico City,
Guadalajara, and Monterrey.

Additional regions of the country have been

added over time until, at the end of the decade, the whole country was being suveyed.

Unfortunately, the only comparison that can be made of 1973

survey participation rates with those of the census is that for the Federal
District; census data are not available for the other two metropolitan
areas in isolation from the states in which they are located.

For the Fede-

ral District, however, the survey data report participation rates for both
sexes well above the census rates for the whole year of 1969( See Table 7.)
Whereas the census participation rate for men was 71.5 percent, the average
of four quarterly surveys yielded a rate of 75.1 percent; only among men
over 55 are the survey rates lower than those of the census.

The absolute

and relative differences in the two rates are even greater for women, 29.7
to 35.0 percent.

~/

While it is not unusual for labor force surveys to

report a larger labor force than population censuses these differences
would seem to be unusually large, particularly if participation rates
26/

Secretaria de ProgramaciJn y Presupuesto, Encuesta Continua de Mano
de Obra, Vol. 1, Number 1, 1973. Beginning in 1978, the survey publication was renamed Encuesta Continua de Ocupacion.

Table 7.:

LABOR FORCE PARTICIPATION RATES IN THE FEDERAL DISTRICT BY AGE GROUP AND SEX. 1969 AND 1973

Age
Total

Groul~s

12-19

20-24

25-34

35-44

45-54

55-64

65 and Over

Males
1969

71. 7

28.0

80.0

94.9

96.4

94.5

85.9

57.9

1973

75.1

37.9

85.9

98.1

98.2

95.8

80.8

51.0

1969

29.7

23.8

44.2

33.0

31. 2

29.2

23.6

13.8

1973

35.0

29.6

50.7

39.5

39.0

34.0

24.7

12.0

Females

Sources:

' de Industria y Comercio. Direccion General de Estad {;stica, IX Censo General
Secretaria
If
/
,
/
de Poblacion.
Resumen General ( Mexico:
1972 ) ; Secretaria
de Programacion
y Presupuesto.
Encuesta Continua de Mano de-Obra, 1973 (Mexico: 1977).
/

N
1.0

are believed to be in secular decline.
Comparisons of census and survey participation rates in other regions
can be made for a later point in the decade.

Table 8 presents a comparison

of participation rates reported for the week prior to the census (January,
1970) with those reported by the survey for the first quarter of 1978.
Data are presented only for men and are disaggregated into three of the
prime labor force ag,e groups.

The margin by which the survey data exceed

the census participation rates is notable in all of the regions reporting
in 1978.

In short, because of the large increase in school attendance

among the population of labor force age and because of the possibility that
the 1970 census seriously underreported the. size of the labor force, the
reported decline in participation rates cannot be accepted as having been
established as fact.

It follows that the alarming conclusions drawn from

the reported trend with respect to the degree of utilization of available
manpower resources is likewise open to serious question.
The second basis for the view that unemployment has been increasing
secularly rests on the rates of open unemployment reported by censuses
since 1940.
9.

Clearly, these have been increasing as can be seen from Table

However, while the rate appears to have quadrupled between 1940 and 1970,

the 3.8 percent rate for the latter year can hardly be considered to have
reached a troublesome level.

In view of the doubling of the proportion of the

urban population in the total from 30 to 59 percent, it is reasonable to
expect an increase in frictional unemployment.

Indeed, the 1970 level, if

it could be accepted as an accurate measure of unemployment, could be

.--------

- 31 Table 8:

LABOR FORCE PARTICIPATION RATES OF MEN IN PRIME AGE GROUPS, JANUARY, 1970 AND THE FIRST QUARTER, 1978 BY REGION

25-34

GrouEs
35-44

45-54

92.9
95.8

92.1
98.0

92.3
95.3

87.0
89.9

89.3
91.8

88.1
92.7

90.3
95.0

91.7
97.5

89.9
94.7

90.5
97.0

89.2
98.5

88.2
93.9

86.9
93.4

89.1
94.8

88.5
93.7

90.1
99.0

91.8
98.6

91.7
98.6

84.5
94.1

86.2
95.8

85.3
93.8

87.4
94.9

88.7
95.8

87.6
92.6

A~e

Region
Federal District
1970
1978
North
1970
1978
Northeast
1970
1978
Northwest
1970
1978
Central-North
1970
1978
Peninsular
1970
1978
Central-Pacific
1970
1978
Central
1970
1978

Sources:

--

Censo de Poblaci6n, 1970
Secretarfa de Programaci6n y Presupuesto, Encuesta Continua
Sobre Ocupaci6n, Vol. 7, Trimestre 1, 1978 .

- 32 Table 9:

UNEMPLOYMENT IN MEXICO, 1940-70

Year

Total

1940

1.0

1940-a

3.1

1950

Unemployment Rate
Male

Female

1.0

0.7

1.3

1.3

1.2

1960

1.8

1.9

1.3

1970

3.8

2.8

7.5

Notes:
1940

Census includes only those unemployed for
at least a month at the time of the census.

1940-a

The derivation of this estimate is not clear.
It appeared in an unemployment series published in the Anuario Estadistico for 1938
and 1940, as reported by Wilkie.

1950

Of the 105,177 unemployed workers, the census
reported 32,030 unemployed for 12 weeks or
less and 73,147 who had been seeking employment for 13 weeks or more.

1960

The measure of the labor force used here
includes the Altimir adjustment. Of the
182,088 unemployed, only 29,736 (16.3 percent)
were reported to have been unemployed for
thirteen weeks or more.

1970

The measure of unemployment refers to status
during the week preceding the census. Of the
485,187 unemployed, 64,843 (13.4 percent) had
been so for thirteen weeks or more.

Sources:

Censo de Poblacion, VI - IX;
1940-a, J.W. Wilkie, "New Hypotheses for Statistical Research in Recent Mexican History,"
Latin American Research Review 6:2 (Summer, 1971),
Table 4.
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considered to be close to the frictional level.
Whether the trend can be accepted as an accurate reflection of the
past is, however, open to question.

Changes in the concepts employed and

in the questions asked have varied from one census to another, rendering
comparisons over time difficult to interpret.

~/

Certainly, the census

measures for 1970 have proved to be conservative when compared to the
findings of the labor force surveys of the 1970s.

For example, the census

reported the rate of open unemployment in the Federal District to be on
the order of 5 percent in the week preceding the census.

In contrast,

the first of the household surveys of the labor force, that for the first
quarter of 1973, reported that 7.2 percent of the labor force was unemployed.

However, important differences in concepts employed render an

interpretation of this increase difficult to make.

For example, in the

census, a respondent's status was defined by reference to a single week,
whereas the surveys extended the reference period for the definition of
unemployment to two months.

This difference alone could account for a

substantial part of the difference between the two measures.

In any case,

the data for the subsequent years of the survey do not reveal any consistent
tendency for unemployment to increase in any of the regions during the 1970s.
Unemployment increases did occur as the economy slid into recession in 1976,
but the recovery which

follow~d

quickly reduced the rates to pre-recession

levels.

1I/

Keesing discusses at length some of the difficulties of interpreting
the various census measures, Ope cit., pp. 5-7.
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Of interest is the relatively short duration of reported unemployment.
In all of the census years, only about one percent of the labor force was
unemployed for as long as one month.

Long-term unemployment of over thir-

teen weeks was particularly unusual; in 1970, only 13.3 percent of the
unemployed were in this category.

As in most countries, the incidence of

unemployment was greatest among the young.

In contrast to the national

average unemployment rate of 3.8 percent reported by the 1970 census,
that for teenagers was almost 6 percent while that for labor force members aged 20-24 was 4.4. 28/

The first survey reports even greater dis-

parities in the age-specific unemployment rates in the large metropolitan
areas.

For example, in the Federal District, in the face of an average

rate of 7.2 percent during the first quarter of 1973, the teen-age rate was
18.4 and that for young adults aged 20-24 was 10.1 percent. 29/

In con-

trast, that for the prime age groups was on the order of 2 to 3 percent.
The 1970 census data for the District yield a teen-age rate of 11.2 percent
and a young adult rate of 5.9 percent as compared to the average rate of 5
percent.
The view that a secular increase in unemployment may have occurred
may be deduced from the surveys.

Earlier, we suggested that such an in-

crease, if it had indeed occurred, could be a reflection of the increasing
~/

Censo de PoblaciO'n, 1970, Table 32 •.

29/

Encuesta Continua de Mano de Obra, op. cit., Table 2A.
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urbanization of the country and a subsequent increase in frictional unemployment.

A cross-section analysis of the regional unemployment rates

would tend to support this view.

The highest rates of unemployment are to

be found in the metropolitan urban areas of the country, intermediate rates
in the smaller urban centers, and the lowest in the least urbanized regions.

Since the urban areas have increased their relative ,,7eight in the

country as a whole, some increases in the national average rate of unemployment could be expected to occur.

The significance of an increase due

to such a structural change in the distribution of the labor force, however, is surely less ominous than secular increases in rates within regions.
To date, the labor force surveys have not recorded such increases.
Measured open unemployment rates in Mexico would thus appear to have
been below those frequently observed in other developing countries.

Con-

sequently, concern with the utilization of labor resources in Mexico has
centered not so much on open unemployment as on the presumed high level of
underemployment.

Unfortunately, most of the discussions of underemploy-

ment of labor in Mexico reflect the same conceptual and measurement problems that prevail generally.

As a result, one finds widely disparate

estimates of underemployment depending on whether these are based on measures of the proportion of a year or week worked by the employed, on measures of adequacy of incomes earned, or a combination of both.

For example,

a study group formed to study the employment problem in the early 1970s
adopted a complex definition of underemployment that included almost all
unpaid family workers, those with incomes below official regional minimum
wage levels, and workers employed for considerably less than a full year.

_ 36 _
The group's estimates of underemployment, based on 1970 census data, ranged from 37.6 to 44.8 percent of the labor force. 1Q/
Empirical data of time worked per time unit are available for various
points in time.
ing 1969.

The 1970 census recorded the number of months worked dur-

The 1950 census recorded the number of days worked during a re-

ference week.

Finally, since 1973,

the labor force surveys have captured

information regarding the number of hours worked during the reference week.
Unfortunately, the different measurements employed make it impossible to
calculate a trend in the possible degree of underemployment over time.
Only since 1973 can a consistent series be said to exist for a few major
urban areas.

Estimates of underemployment in the agricultural sector have

been derived by applying labor input coefficients to regional cropping
patterns to estimate the "required" quantity of labor inputs; converting
these to full employment equivalents and subtracting them from the measured
labor supply yields the "1abor surp1us."31/

For those who define underem-

p10yment in terms of the level of earnings,sources of information include the
census of 1970 and a number of household surveys of income and expenditures
which have been undertaken since 1963.

30/

Grupo de Estudio del Problema del Emp1eo, op. cit., Table 2.
es timates, see p. 6 and note 9 above.

For other

31/

L.M. Goreux and A.S. Manne, Multi-level Planning: Case Studies in
Mexico (Amsterdam: North-Holland Publishing Co., 1973).
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Unfortunately, all of these approaches to the measurement of unemployment pose serious problems of interpretation.

Those that define underem-

ployment by reference to time worked as a proportion of some reference
period considered to be "normal" cannot, in the absence of additional information, distinguish between those departures from full-time employment
that are voluntary from those that are involuntary; presumably only the
latter qualify as underemployment.

Nor can the entire proportion of workers

working less than a full year as reported by the 1970 census be taken to
represent a measure of underemployment.

Some

part of these workers re-

present individuals who entered the labor force for the first time after
the beginning of the year or who retired permanently before the end of the
year; on the basis of the age distribution of the population and labor
force I estimate that approximately 5 percent of the labor force, as
measured in the 1970 census, was composed of individuals in one of these
two categories.

~/

Unless an adjustment is introduced in the raw data on

months worked to account for this sub-group, estimates of underemployment
will be exaggerated.
The estimation of the degree of underemployment which exists in the
rural sector of Mexico is extremely difficult to undertake with confidence.
The estimation of an agricultural "surplus" labor force derived by employing input coefficients does not necessarily mean that that "surplus"
32/

It will be recalled that one of the measures of the labor force employed included all those who had worked at any time during 1969. It
was to this group that a question regarding the number of months
worked was addressed.
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remains idle when not employed in agricultural production.

Employment in

other forms of home production may occupy some part of the time not spent
in agricultural production of final goods.

Furthermore, movement of labor

from agricultural to non-agricultural employment is a common phenomenon in
Mexico so that what may appear to be a surplus to the agricultural sector
may not be a surplus to the economy as a whole.

Finally, some part of the

agricultural labor force which is available for peak season employment may
simply not be available for employment at other times.
The measurement of underemployment by reference to income levels
likewise leaves a good deal to be desired.

Many of those below the income

level adopted to identify the underemployed may not be physically underemployed at all, in the sense that they are available for additional hours
of work.
ful tasks.

Indeed, they may be working arduously long hours at socially useTheir incomes are low because their marginal productivity is

low, which in turn, is a function of the relative availabilities of labor
and of physical and human capital.

It is precisely this prevalence of low

productivity and income that is the principal identifying characteristic
of underdevelopment.

The redefinition of poverty as underemployment

creates a misleading impression of the degree to which available labor resources are not being utilized in productive employment.

An additional

difficulty with the income criterion for defining underemployment is the
arbitrariness of the standard employed.

For example, the legal minimum

wage is frequently taken as the dividing line between underemployment and
"full" employment.

Yet, this wage has no unique quality that objectively

distinguishes among the two classes of workers.

By merely raising the

legal minimum wage relative to "going" wages or the opportunity cost of
labor, the number of "underemployed" workers will be increased even though
no objective change has occurred in their employment or income situation.
Conversely, if the legal minimum is allowed to drop relative to the opportunity cost of labor, the degree of underemployment will appear to have
declined.

1l..1

Thus, not only is the concept of underemployment an elusive one, but
mechanistic approaches to its measurement are likely to prove rather misleading.

This becomes evident if one examines some of the more detailed

information derived from the household labor force surveys.

While these

surveys have not been in progress long enough to provide a basis for
observing conclusively the secular course of employment conditions, they
do yield new and important insights into various observable labor market
phenomena that counsel caution in the use of raw or aggregated data.

The

section which follows reviews some of the findings based on these surveys
that have a relevance for some of the questions raised in this paper to date.
IV.

Recent Labor Market Observations, 1973-78

Earlier we discussed the possible significance of the observed decline
Employing this standard in Mexico would yield an astronomical proportion of the labor force as underemployed in 1940 when the legal minimu~ had been pushed up to a very high level relative to average incomes. During the succeeding decade, this proportion would have fallen
as the real value of the minimum wage declined.
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in labor force participation rates over time, noting that it could be interpreted as a product of the increased availability of educational opportunities rather than of an insufficiency in the availability of employments.
The survey data now permit us to carry the analysis further and to bring it
forward to 1978.

We have indicated that the surveys, from the start, have

reported higher labor force participation rates for both sexes than did
the 1970 census.
extend the secular

At the same time, however, the surveys do confirm and
d~clining

trend in the participation rates among the

youngest and oldest age groups of men, though the impact on the aggregate
participation rate has become quite small.

As observed in the intercensal

periods, declines in participation rates among young males continue to be
associated with increases in school enrollments.

Among women, the partici-

pation rates have varied within a narrow range for the areas surveyed since
1973 with no evidence of a trend.
bility- is the fact that it has

One of the striking aspects of this sta-

occurre~

in spite of a much greater in-

crease in school enrollment among young females than among males.

Prior to

1970, the rate of school attendance among females of post-primary school
age was well below that of males, by approximately a third.

During the

1970s, however, female enrollments increased more rapidly than male, so
that, by 1978, the gap had narrowed substantially.

What is significant,

however, is an indication that there was not an equal tradeoff between
increases in school enrollment and declines in labor force participation
rates.

Among females, for example, labor participation rates in 1978

were higher than they were reported to be by the census in spite of even

-

~

l

larger increases in the rate of school enrollment.
among males, though to a lesser extent.

This was also true

This can be shown by comparing the

changes in labor force participation rates by sex with the change in the
sum of those rates and the rate of school attendance.

What the data in

Table 10 suggest is that employment opportunities for the young expanded
during the 1970s at a rate greater than the increase in the non-school
population. 34/

Only if one interprets the increase in school enrollments

as a reluctant choice by young people of a non-preferred activity, can the
labor force data be interpreted as reflecting a deterioration in job
opportunities for young potential entrants to the labor force.
One of the constant preoccupations of students of Mexican economic
development is the fear that employment opportunities have not increased
as rapidly as the labor force,thus giving rise either to rising unemployment rates or declining labor force participation rates.

This fear has been

encouraged by the larger rates of unemployment uncovered by the labor force
,

surveys than had been reported by the 1970 census.

In fact, while the levels

in the first quarter of 1978 were higher in five of the eight reporting
regions than they were in January, 1970, they were only marginally greater
by and large. (See Table 11)

However, in the aggregate,

in all but one

region the absolute increases in the rates of unemployment lagged well behind
~/

Even if the 1970 census data are biased toward an underenumeration of
the labor force, the underenumeration is unlikely to have been sufficiently large so as to eliminate the large growth in the sum of the
rates of labor force participation and school attendance that is recorded in Table 10 for all surveyed regions of the country.
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TABLE 10: SUMMARY COMPARISON OF LABOR FORCE PARTICIPATION
RATES AND SCHOOL ENROLLMENTS, JANUARY, 1970 AND 1978,
FIRST QUARTER, BY REGION AND SEX

Region

Labor Force
ParticiEation Rate
Total
Male
Female

Labor Force Participation Rate
Plus Rate of School Enrollment
Total
Male
Female

D. F.
1/1970
1/1978

48.4
51.6

70.6
71.8

24.7
33.9

63.9
71. 3

89.2
92.9

36.5
52.4

41. 7
40.6

67.9
63.8

15.5
19.5

54.5
62.5

82.0
87.6

21.0
39.1

43.3
44.2

70.0
70.1

17.0
18.7

56.4
62.7

85.1
90.9

28.1
35.0

43.4
44.7

68.9
72.0

17.4
18.7

56.9
64.9

83.6
92.9

29.4
38.3

42.0
43.7

69.9
72.4

14.2
15.3

52.7
58.6

82.1
88.2

23.4
28.3

43.9
48.0

74.4
79.8

13.3
17.2

54.2
63.1

86.4
96.2

22.2
31.0

42.4
46.0

69.3
72.5

16.5
22.2

54.1
62.0

82.9
90.5

26.4
36.8

42.7
44.9

70.1
71. 7

15.6
19.8

53.2
61.3

82.4
90.0

24.4
35.0

Resion Norte
1/1970
1/1978
Resion Noreste
1/1970
1/1978
Resion Noroeste
1/1970
1/1987
Resion Centro
~

1/1970
1/1978
ReS. Peninsular
1/1970
1/1978
Re&. Centro-Pac.
1/1970
1/1978
Resion Centro ]J
1/1970
1/1978

1/ Includes those municipios which form part or the Mexico City Metropolitan area but
which lie in the State of Mexico.
Sources:

Same as Table 8.
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TABLE 11: SUMMARY OF CHANGES BETWEEN JANUARY, 1970 AND JANUARY, 1978 IN LABOR FORCE PARTICIPATION AND UNEMPLOYMENT
RATES EXPRESSED AS A PROPORTION OF THE POPULATION
12 YEARS OLD AND OVER
(January , 1978 less January, 1970)

Total

% Point Changes
LFPR
U

Male

Female

% Point Changes

% Point Changes

LFPR

U

LFPR

U

3.2

1.5

1.2

1.7

9.2

1.4

-1.1

-0.2

-4.1

0.1

4.0

-0.4

Noreste

0.9

0.5

0.1

0.8

1.7

0.2

Noroeste

1.3

0.2

3.1

0.7

1.3

-0.3

Centro-Norte

1.7

-1.1

2.5

-1.1

1.1

-1.1

Peninsular

4.1

-0.3

5.4

0

3.9

-0.6

Centro-Pac.

3.6

0.4

3.2

0.5

5.7

0.3

Centro

2.2

0.2

1.6

0.7

4.2

-0.2

D. F.

Norte

Sources: Same as Table 8.

- 44 the increases in the labor force participation rates.

In other words, in-

creases in labor force participation rates were associated with increased
employment rates rather than simply increased unemployment rates.
data are disaggregated by sex, some differences do appear, however.

If the
Among

men, in three regions, the Federal District, the Northeastern and Northern
Regions, the increases in the unemployment rate exceeded those in the participation rates, suggesting a relatively less favorable evolution of employment conditions for men there.

In all the other regions, the increase in

participation rates far outrun the increases in unemployment.

On the other

hand, the changes in the female rates suggest a universal and significant
improvement in employment opportunities.

In spite of significant increases

in participation rates over those of the census, the rates of unemployment
showed declines in five of the eight regions, while in the others they increased far less than the increases in participation rates.

Indeed, there

is a very striking direct relationship between the increase in participation rates and changes in the unemployment rate.
increase in the unemployment rate over 1970
percentage points in the Federal District.

For example, the largest

was in the amount of 1.4
But this was associated with a

much greater increase in the labor force participation rate of 9.2 percentage points.

What this seems to suggest is a widespread and significant im-

provement in employment opportunities, especially for women.

The appea-

rance of employment opportunities induces more women to enter the labor
force.

The rapid influx of women might be expected to lead to an increase

in frictional unemployment and may account for the rather larger increases
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in unemployment rates in the regions of most rapid growth of female employment.
This apparent responsiveness of women to the expansion of employment
opportunities may be interpreted as indicating the existence of a large
pool of hidden unemployment, or of discouraged workers, workers who are desirous of employment but who do not seek employment out of a conviction
that vacancies do not exist.

That this is characteristic of many of labor

force age is a common belief in Mexico.

Support for this view would seem

to exist in data from the labor force survey which asks individuals who
appear to be out of the labor force whether they are available to accept
employment even though they have taken no steps to seek jobs during the
preceding two months.

Among the surveyed populations of the three large

metropolitan areas, approximately two percent of the male respondents and
six to seven percent of the female respondents answer in the affirmative. 35/
In absolute terms, women represent about two-thirds of the "hidden un employed."

The incidence appears to be heaviest among teenage women.

Over

the first six years of the surveys, there is no discernable trend in these
proportions.

The rates seem to fluctuate within a narrow band of +
- 1 per-

centage point for men and a slightly wider band for women.

These "measured"

responses are widely interpreted as representing accurate indicators of
labor force status; therefore, it is argued that the measured open
~/

These proportions are equivalent to about 2.5 and 8.5 percent of the
male and female measured labor force respectively.

- 46 unemployment rates seriously understate the "true" extent of unemployment.
On

the other hand, it may be argued that responses to such hypothetical

questions about availability are likely to be misleading, that more persons
are likely to answer in the affirmative than are actually available for
immediate employment.

Until recently, we had no way of testing the

significance of these responses.

However, in a recent publication by the

authors of the survey, more detailed data were presented based on the
survey of the second quarter of 1978.

~/

In this publication the pro-

portions of the respondents who had been identified as the "hidden
unemployed" were further classified by their availability for immediate
employment.

Only a small minority proved to be available, 4.1, 6.7, and

5.8 percent in the Mexico City, Guadalajara, and Monterrey metropolitan
areas respectively.

The remainder posed conditions on their availability

For example, among women the most frequently posed condition was of the
nature, "if I can find someone to take care of my house or children."
Among males, the greatest impediment to immediate acceptance of employment
was their status as students.

This same status was of secondary importance

among women, though ranking well behind household responsibilities as an
obstacle.

In brief, then, severe doubts are posed about the reliability

of the "hidden unemployment" datum as a true measure of unemployment.
~/

Secretarfa de Programaci6n y Presupuesto, Informacion Basica sobre la
Estructura y Caracterlsticas del Empleo y el Desempleo en las areas
Metropolitanas de las Ciudades de Mexico, Guadalajara, y Monterrey
(Mexico, D.F.: no date). Tables 59-61.
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We noted earlier that one approach to the measurement of the underutilization of the labor force_classifies as underemployed all those workers
whose work week in the reference period is shorter than something approximating a "normal" week of 40 hours.

In Table 12 we present data on the propor-

tion of the employed labor force working less than 40 hours as reported by the
labor force survey for the second quarter of 1978.
aggregated by region and sex.

The information is dis-

As can be seen, significant proportions of the

employed labor force are employed less than 40 hours per week.

Among employed

men, the proportion varies over regions from 7.2 to 11.6 percent.
women, the proportion varies between 16.6 and 41.8 percent.

Among

However, these

proportions cannot be taken to represent a measure of underemployment since
a considerable proportion of those working short hours do so ;voluntarily.
Among men, from half to two-thirds of those working short hours do so voluntarily.

The range for w.omen is from almost two-thirds to three-fourths.

In

the final column I record the proportion of the employed labor force which
is involuntarily employed for fewer than forty hours.

As can be seen, the

presumed level of underemployment is drastically reduced below the raw proportions.

Among men and women, the ranges are 3.7 - 8.9 and 4.4 - 13.3 per-

cent respectively across regions.

If these measures were to be reduced to

full-time equivalents, their significance would be reduced even further.

An

interesting observation is the absence of a consistent relationship between
the degree of urbanization of the region and the incidence of involuntary
underemployment.

One might have hypothesized that underemployment might

prove to be more severe in regions with relatively large agricultural populations since the rural labor force is thought to exceed by a considerable
margin the technical requirements of current levels of agricultural output.

~~~~~------

-~~~~~~-

- 48 TABLE 12: INVOLUNTARY UNDEREMPLOYMENT AMONG EMPLOYED
MEN AND WOMEN BY REGION, FIRST QUARTER, 1978.

Region and Sex
Metropolitan Mexico City
Men
Women

15.2
34.5

68.7
76.7

4.8
8.0

Metropolitan Gudalajara
Men
Women

15.7
32.8

58.8
72.1

6.5
9.2

Metropolitan Monterrey
Men
Women

9.9
28.9

60.6
70.3

3.9
8.6

North
Men
Women

8.1
16.6

54.8
73.7

3.7
4.4

Northeast
Men
Women

7.2
27.2

49.1
67.5

3.7
8.8

Northwest
Men
Women

11. 6
25.1

55.6
69.6

5.2
7.6

~Tomen

9.0
45.7

51. 5
78.1

4.4
10.0

Peninsular
Men
Women

16.4
41.8

45.6
68.3

8.9
l3.3

Central Pacific
Men
Women

11.8
34.3

62.2
71.8

4.5
9.7

Central
Men
Women

10.6
33.3

49.9
66.2

5.3
11.3

Center-North
Men

Source:

Percent of Col. 1
Voluntarily
Underemployed

Percent of Employed
Labor Force
Involuntarily
Underemployed

Percent of Employed
Labor Force Working
Fewer than 40 Hours

Secretaria de Programaci6n y Presupuesto, Encuesta Continua Sobre Ocupacion,
Trimestre 1, 1978, Table 9.
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On the contrary some regions with relatively large rural sectors are among
those showing the lowest rates of involuntary part-time employment, at least
among men.
Thus, since past estimates of the amount of underemployment have not been
able to take account of the voluntary component of less-than-full-time employment, those estimates are likely to overstate the volume of underutilization
at any point in time.

Furthermore, since there is no comparability in the

measures of underutilization employed by the various censuses and surveys
taken at different points in time, it is impossible to state with any degree
of certainty either the direction or degree of change that has occurred over
time.
V.

Conclusion

This essay has examined a range of empirical information which is relevant to an evaluation of the changes that have occurred in the Mexican labor
market in the process of post-World War II economic development.

Contrary

to the prevailing perceptions of a secular deterioration in the conditions
of employment, the data analyzed here point to a much more optimistic conclusion.

The rapid and sustained growth of the economy has been accompanied by

a very substantial shift of the labor force from the agricultural sector,
where productivity is relatively low, to the secondary and tertiary sectors,
where productivities are much higher.

Furthermore, this large shift has been

achieved without depressing the productivity or wages of labor in the expanding sectors.

Our analysis of the course of remunerations and productivities

in those parts of the nonagricultural sectors that are likely to reflect the
uninhibited forces of supply and demand in the labor market, recorded substantial improvements in both of these measures.

Finally, I have set forth reasons
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for"believing

that the degree of underutilization of labor resources may be

considerably smaller than most estimates have held.
To be sure, challenging problems remain to be addressed.
force is growing at a rate approaching three percent per year.

The labor
Its absorb-

tion at ever higher average levels of productivity will require high and
sustained levels of investment.

The educational endownment of the labor

force is quite low in comparison to other semi-industrialized countries,
and much of the education provided is of questionable quality.

Pockets of

abject rural poverty remain only marginally affected" by the changes occurring in the society at large.
insurmountable

But these problems are less likely to appear

if proper recognition is given to the substantial improve"-

ments that have been achieved in the past and a fuller appreciation
of the way in which labor markets function.
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801 Yale N.E.
Albuquerque. NM X7131
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Fax 505: 277-5989

Dr. Jorge Duany, Director
Centro de Investigaciones Academicas
Universidad del Sagrado Corazon
Apartado 12383, Correo Calle Loaiza
Santurce, Puerto Rico 00914
Estimado doctor Duany:
En nombre del Instituto Latino Americano de la Universidad de Nuevo
Mexico, Ie agradezco profundamente el envio del cuaderno 8 de marzo: Luchas
cotidianas en favor del bienestar y la igualdad, por Marfa del Carmen Baerga y
Marcia Rivera; as! como la informacion adicional relativa al Centro de
Investigaciones bajo su direccion.
Como usted 10 solicita me permito enviarle unos ejemplares de nuestra serie
Reasearch Papers, que espero sean de utilidad tanto para investigadores como
estudiantes en la Universidad del Sagrado Corazon. Quiero de nueva cuenta
agradecerle su gentileza y espero que esta primera etapa de comunicaciones
entre nuestras dos instituciones llegue, con el tiempo, a convertirse en un
fructifero intercambio academico para beneficio de nuestros estudiantes,
profesores e investigadores.
Muchisimas gracias por su atencion y en espera de sus gratas noticias,
quedo de usted,
Atentamente

Jt..eaf(.~
Theo R. Crevenna
Director Adjunto
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